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AN INTERNATIONAL MONETARY FUND 


The White Paper headed ‘ Joint Statement by Experts on the Establish- 
ment of an International Monetary Fund’ is the result of ‘ close study 
over many months at the expert level.’ The most important outcome 
of this study is the clear acknowledgement that the establishment of 
free multilateral trading and the removal of foreign exchange restric- 
tions immediately after the war are not feasible propositions. All that 
is now contemplated is ‘ a gradual evolution towards the attainment of 
the objects of the Fund by progressive stages and no country is com- 
mitted to an immediate removal of war-time restrictions and regulations.’ 
In fact, it should be emphasised, no country is as yet committed to 
anything: ‘ Governments are not asked to give final approval to these 
principles (as elaborated in the White Paper) until they have been em- 
bodied in the form of definite proposals by the delegates of the United 
and Associated Nations meeting in a formal conference.’ 

Even if the proposal be accepted in its present form, the policies to be 
pursued by member countries, or even by the International Monetary 
Fund itself, will not be rigidly fixed. ‘Quotas may be revised from time 
to time’; ‘the Fund may in its discretion, and on terms which safe- 
guard its interest, waive any of the conditions ’ regulating the rights of 
member countries to use the credit facilities of the Fund: ‘ the Fund 
will be entitled at its option ’ to replenish its resources by borrowing or 
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other means ; the Fund may give it8 approval to alterations in the rates 
of exchange; and the member countries together may also alter the 
value of gold. The Fund, finally, may even give its approval to ° dis- 
criminatory currency arrangements or multiple currency practices Se 
it cannot force any member country to abandon any foreign exchange 
restrictions, although the member country is obliged to ‘consult the 
Fund as to their further retention.’ Thus it is clear that there are safe- 
guards in the scheme for its rules to be altered or for the deferment of 
the application of its rules if the managers of the Fund, or a majority of 
the members, should consider that circumstances demand so. 

Adherence to the scheme, moreover, does not mean entering an 
arrangement from which there is no escape. ‘ A member country may 
withdraw from the Fund by giving notice in writing ’; such withdrawal 
can be effected ‘ without notice and without penalty, apart from an 
undertaking . . . to liquidate any outstanding obligations to the Fund 
within a reasonable period.’ 

All these clauses of elasticity and escape should be borne in mind in 
the following discussion. Yet, for any discussion to be fruitful, we cannot 
assume that, since an exception can always be made in an emergency, 
such an exception will in fact be made. We must discuss the aims and 
objects of the plan, as they are laid down, and the proposed mechanism, 
as it is envisaged to work ‘ normally ’, without ‘ exceptional ’ decisions 
being taken. Nor would it be fruitful to discuss the scheme with the 
assumption (a) that no emergency situations are likely to arise or (0). 
that in an emergency situation member countries will lightheartedly 
withdraw. If there were no difficulties and emergencies the scheme 
itself would not be necessary ; and if the result of them were an auto- 
matic withdrawal, it would hardly be worth while to start the Fund at 
all.. It must be borne in mind also that ‘the facilities of the Fund are 
not intended to provide facilities for relief or reconstruction or to deal 
with international indebtedness arising out of the war.’ Much will 
depend therefore on where the dividing line between ‘ normal’ and 
‘abnormal’ requirements is to be drawn. In the absence of proposals 
for dealing with the ‘ abnormal ’ factors, it is of course difficult to define 
‘normality.’ 


I. AIMS AND OBJECTS 
The ‘ Joint Statement ’ sets out six paragraphs giving the ‘ purposes 
and policies ’ which are to guide the Fund in all its decisions. The first 
is an avowal of the desire ‘ to promote international menetary co-opera- 
tion,’ which will command general approval. But it may be pertinent 
to point out that an institution for this very purpose existed throughout 
the Great Depression and also during the crisis of 1937, and that no co- 
operation followed from this fact, because different countries and differ- 
ent experts in the various countries disagreed on the causes and the 
therapy of the crisis. It would be dangerous to look to such an institu- 
tion for the initiation of expansionist policies which, at the present 
juncture, can only be initiated by national governments. 
_It is stated, secondly, that the Fund wishes to ‘ facilitate the expan- 
sion and balanced growth of international trade and to contribute in 
this way to the maintenance of a high level of employment and real income, 
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which must be a primary objective of economic policy.’ (Italics are ours.) 
The maintenance of a high level of employment, however, is not necess- 
arily facilitated by the expansion and balanced growth of international 
trade. Foreign trade, while it may affect productivity through the 
‘international division of labour,’ has an effect on the level of employ- 
ment only if it leads to export surpluses. But the world as a whole 
cannot have export surpluses. Experience shows, moreover, that a 
large volume of foreign trade, as long as that trade is not carefully 
planned and stabilised, is a risk rather than an advantage to the pursuit 
of a full employment policy by any one individual country. As long 
as the world is divided into a large number of sovereign national units, 
these units are likely to follow divergent policies and will thus make 
international trade an element of uncertainty and instability. Any 
individual country may control effective demand within its own borders, 
but it cannot control effective demand abroad, unless, indeed, it succeeds 
in negotiating long-term agreements designed to stabilise and maintain 
foreign trade even in the face of internal fluctuations. 

These considerations, which are not given due weight in the expert 
statement, must be borne in mind when considering two further state- 
ments of principle given in the text. Third, it is the object of the Fund 
“to promote exchange stability, to maintain orderly exchange arrange- 
ments among member countries, and to avoid competitive exchange 
depreciation.’ At another place in the text it is insisted that member 
countries ‘ shall take all possible measures to develop commercial and 
financial relations with other member countries which will facilitate 
international payments and the maintenance of exchange stability.’ (Italics 
ours.) It is evident that the authors attach high importance to the 
orderliness and smoothness of all arrangements on the monetary plane; 
but financial and commercial relations, surely, should not be governed by 
the overriding aim of exchange stability and the maintenance of any given 
system of making payments, but by the desire to promote an optimum 
exchange of real goods and services,internally as well as internationally. 
There must be clarity as to what really does come first in the order of 
importance: the maintenance of employment and of essential imports, 
or the maintenance of certain specific monetary arrangements. 

The same applies, fourthly, to the emphasis which is given to the 
purpose ‘ to assist the establishment of multilateral payments facilities 
on current transactions among member countries and the elimination of 
foreign exchange restrictions which hamper the growth of world trade.’ 
The wording of this paragraph seems to beg an important question. 

It is tacitly assumed that the type of free multilateral trading here 
proposed has sufficient advantages over any other method of trading to 
warrant the setting up of this Fund, and it is tacitly assumed, further- 
more, that the conditions under which it will have such advantages will 
be in existence—by and large—within three years from the creation of 

the Fund. Can these assumptions be accepted? Is it not necessary to 
inquire into the conditions of international trading which must be ful- 
filled before a multilateral arrangement can be a fruitful one? Can it 
be assumed that these conditions will come into existence,—within 
three years or, for that matter, within the next century? Is it possible 
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to treat the history.of the nineteen-thirties merely as an ‘ aberration 
from the straight course of virtue ? No country departed light-heartedly 
from the Gold Standard or from multilateralism in general. Is it not 
possible that their departure was a rational and necessary one, induced 
by a change in the very structure of the world economy, in the tech- 
nological conditions of production, in the social conditions of life, and 
in the political balance of forces within countries and in the world at 
large? In particular, is it not possible that the changes which have 
occurred in the international field are an outflow of changes within some 
important countries, such as the change-over from internal Jazssez-faire 
to internal planning? And is it not possible that general multilateral 
trading, while perhaps ideal in conjunction with internal laissez-faire is 
incompatible with internal planning? ‘These weighty questions are 
not answered in the experts’ statement. Nor is any case made out in 
favour of the assumption that the type of international trading, which is 
admitted to be impracticable immediately after the war, will become 
practicable after the passage of three short years. This particular time 
limit, moreover, has some ominous implications. Is it not possible, or 
perhaps even likely, that the post-war boom will last just about three or 
four years, and that immediately before it is destined to collapse the 
special conditions for multilateral trading will appear to exist? De-control 
at that moment would be equivalent to disarmament on the eve of war. 

Fifthly, it is one of the purposes of the Fund ‘ to give confidence to 
‘member countries by making the Fund’s resources available tothem. . . 
thus giving members time to correct maladjustments in their balance of 
payments without resorting to measures destructive of national or inter- 
national prosperity.’ There can be nothing but approval of this ob- 
jective, but its attainment, obviously, depends upon the size. of the 
facilities given. This will be discussed in the next section. 

Sixthly, and finally, it is one of the purposes of the Fund ‘ to shorten 
the periods and lessen the degree of disequilibrium in the international 
balance of payments of member countries.’ In this general form, the 
aim is unobjectionable, but all will depend upon the methods used for 
its attainment, which will be discussed in sections III and IV. 


II. THE QUANTITATIVE FACTOR 

We can now turn to a consideration of the quantitative aspects of the 
scheme. It is obvious that they are of fundamental importance. 
Money,—internationally as well as internally,—is of no more than sym- 
tomatic significance as long as there is enough of it; but when there is 
not enough of it, it becomes an agent of restriction. The provision of 
money, as such, cannot set in motion the flow of production, exchange 
and consumption : it can only make it possible. But the lack of money 
can impede the flow of real things and sentence productive resources to 
idleness. Money, like a lubricant, enables the machine to work, al- 
though it does not provide the driving power; but an insufficiency of 
lubrication may make the machine jam. 

It was the outstanding feature of the ‘ Keynes Plan’ that it provided 
plenty of lubrication: it created the initial facilities for a substantial 
expansion of world trade. ‘ The present proposals,’ as is stated in the 
text, ‘involve as large a commitment as it is prudent to ask in favour of 
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an, as yet, untried institution.’ It is a considerable improvement upon 
the ‘ White Plan,’ although ‘ prudence’ has forced it to remain on a 
scale which cannot compare with the ‘Keynes Plan.’ - 

The Fund will collect subscriptions from member countries adding 
up to a total of $8,000 millions. Subscriptions (quotas) will be paid 
mainly in local currency, but countries in the possession of gold reserves 
are asked to pay in gold 25 per cent of their quota, or 10 per cent of their 
holdings of gold or gold-convertible exchange, whichever of the two sums 
is the smaller. The United States quota, according to Mr. Morgenthau, 
will be $2,500 million, and the United Kingdom quota $1,250 million, 
or £312 million. The latter subscription will consist almost entirely of 
local currency, since Britain’s holdings of gold or gold-convertible 
exchange appear at present to be negligible. The quotas of all other 
member countries will account for the balance left, i.e. $4,250 million, of 
which hardly more than $500 million will be paid in gold or gold-con- 
vertible currency. The Fund, in other words, will commence operations 
with a holding of about $3,000 million of dollars and gold; the other 
$5,000 million will be made up of numerous more or less inconvertible 
currencies. 

A member country will ‘ be entitled to buy another member’s curfency 
from the Fund in exchange for its own currency.’ But it may not 
purchase, within any twelve-months period, more foreign currencies 
than the equivalent of 25 per cent of its quota (except when the Fund is 
short of the currency offered), and its total purchases from the Fund 
must stop when the Fund’s holding of its currency reaches 200 per 
cent! of its quota. In other words, Britain may obtain, for covering a 
current account deficit, a maximum of £78 million during any twelve- 
months period, and a total maximum of £312 million. 

We see, therefore, that there are two limits to the facilities offered by 
the Fund: there is, first, the limit set by the amount of any particular 
currency available in the Fund, and there is, second, the limit set by the 
maximum amount of any member’s currency the Fund is prepared to 
hold. To put it differently : there is a limit to the aggregate surplus of 
surplus countries and a limit-to the aggregate deficit of deficit countries. 
This makes a quantitative appraisal of the facilities offered somewhat 
complicated. How much any country can draw out of the Fund de- 
pends not merely upon how much it has drawn in the past, but also on 
how much is left of the particular currency it wishes to obtain. To give 
an example :— 

If the United States is the only surplus country, and the rest all want 
to use their quota rights to draw dollars, they may draw a maximum of 
$1,375 million during the first twelve months and the same amount 
during the second twelve months. This would reduce the Fund’s holding 
of dollars and gold from $3,000 million to $250 million, with the result 
that dollars would then (if not before) be declared a ‘scarce currency. 
The figure of $1,375 million is therefore the maximum U.S. surplus which 
the Fund is able to finance during the first two years of operation only. 
This maximum figure compares favourably with what would have been 
possible under the orginal ‘ White Plan,’ but its adequacy may never- 


1j,e., 100 per cent more than the initial holding. 
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theless be doubted. Although the experts’ statement emphasises that 
requirements arising out of relief, reconstruction, war debts, and the 
whole field of international investment fall outside the scheme, it may 
be pointed out that the American current account surplus exceeded this 
maximum figure by a substantial margin during three years after the 
last war and that, if at any time during the inter-war period this Fund 
had been set up, its dollar resources would have become exhausted within 
any five-year period (except that after 1932). But this comparison is per- 
haps of little value. On the one hand, only such current account surpluses 
will have to be financed by the Fund as are not financed by America’s own 
foreign lending. Thus it may. be argued that, given adequate American 
lending, there is no limit to America’s current account surpluses. This is 
perfectly correct, but if that condition is given there is no need for the 
credit facilities of the Fund at all. On the other hand, it must be em- 
phasised that during most of the inter-war period no attempts were made 
by the rest of the world to maintain full employment in the face of an 
American slump and that, had such attempts been made and had they 
been made without bilateral and discriminatory trading methods, the 
American current.account surpluses would have been very much larger, 
or the drive towards autarchy in the rest of the world would necessarily 
have been much sharper. This scheme provides no certain credit 
facilities for large surpluses and al the same time outlaws ‘discrimina- 
tion.’ But an amplitude of credit or else discrimination are the only 
methods by which the rest of the world can be safeguarded against the 
disruptive effect of large fluctuations in United States imports, unless it 
is to be driven into autarchy. 

It is impossible to form a definite opinion as to the quantitative ade- 
quacy of this scheme, as far as the surplus countries are concerned 
What is possible is to state that the scheme will turn out to be inadequate 
if the United States does not succeed in offsetting the vast volume of 
savings which full employment produces in that country by internal 
expenditure rather than by export surpluses. And even with 
steady full employment in the United States the scheme will fail 
unless two further conditions are fulfilled: (1) unless there exists a 
comprehensive scheme for relief and rehabilitation which will cover 
practically the whole trade of the first three to five years after the war ; 
and (2) unless there exist also a scheme and mechanism for international 
investment capable of handling amounts far exceeding those con- 
templated for the Monetary Fund. 

Unfortunately, we do not know whether any of the above-mentioned 
conditions will be fulfilled. All we can say, therefore, is that it would be 
a fatal mistake to assume that this scheme could fulfil more than a 
subsidiary function. In particular, it would be erroneous to imagine 
that it alone could ‘ give confidence to member countries’: - that it 
could give them ‘ time to correct maladjustments in their balance of 
payments ’; and that it would prevent them from resorting to measures 
of restriction. 

1A suggestion for the of int i i i ; 
the Suatetenanes of santietant and bie ra ee She nada ad 
plans for International Trade,’ article on ‘International Clearing and Long-Term 
Lending ’ by M. Kalecki and E. F. Schumacher, Oxford Institute of Statistics, 1943. 
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Lest anyone should think this an overstatement, let us consider ‘the 
matter again from the point of view of the deficit countries, and let us 
take Britain as an example. Britain is entitled to draw a maximum of 
just over {78 million per annum for four years. Her gold reserves 
before the war —-that is to say at a time when she did in fact 
(rightly or wrongly) have confidence in her ability to honour the 
obligations of a free multilateral system—, amounted to something like 
£550 million. Now they amount to something like £35 million (Sept. 
1941), and the scheme offers a new ‘ reserve ’, subject to various condi- 
tions and limitations, equivalent to a maximum of {£312 million. It is 
obvious that in view of Britain’s particularly difficult balance of pay- 
ments position this cannot be considered as more than a token, and that 
it cannot make any appreciable difference in the attitude this country 


will have to adopt towards her balance of payments problems after the 
war. 


THI. DEVALUATION 

Quantitatively, the scheme cannot stand on its own feet ; it cannot 
fulfil any but subsidiary functions ; what, then, is the importance of its 
qualitative provisions? They are important for two reasons: first, 
because the quantitative factor may be overcome by utilising some of the 
“escape clauses’ contained in the scheme. The Fund, as mentioned 
before, may replenish its holding of ‘ scarce currencies’ by borrowing 
from the countries whose currencies are affected, and the Fund can also 
decide to allow deficit countries to draw larger amounts (in relation to 
their quotas) than are ‘ normally’ admissible. The second reason is 
even more important : the scheme prescribes certain methods of trading 
and proscribes others, and thus sets up, or reinforces, a certain, definite 
ideology of Right and Wrong in international economic behaviour, 
based upon a certain school of economic thought which needs analysis. 

Let us begin with the theory of it. It is evident that though the 
Fund is to promote exchange stability the hopes of the experts.to escape 
the dilemma between multilateral trade abroad and stable full employ- 
ment at home are based mainly on the possibility of devaluation. It is 
provided that any member shall have the unilateral right to devalue its 
own currency by anything up to 10 per cent; but this right can be 
exercised only once. Additional devaluation must have the approval 
of the Fund. ‘ The Fund,’ it is emphasised, ‘in deciding on its attitude 
to proposals presented by members . . . shall give the member country 
the benefit of any reasonable doubt.’ In particular, it shall ‘ accept the 
domestic, social or political policies of the country applying for a change 
as facts of the situation to be accepted and not criticised.’ All this is 
certainly a great step forward from the attitude taken in the original 
‘White Plan.’ Assuming, then, that the Fund will act as here pre- 
scribed, will devaluation help to correct what the experts describe as 
‘fundamental disequilibria’? It is surely amply borne out by experience 
that in conditions of a severe slump in one of the major industrial 
countries a mere devaluation of the currency of others is not only un- 
likely to be helpful but may indeed aggravate disequilibrium «nless 
accompanied by a fall of income. This is most particularly true of the 
situation which would be produced by another slump in the United 
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States. The U.S. Department of Commerce study on ‘The United 
States in the World Economy’ brings out this point with all desirable 
clarity :— 

‘ The aggregate physical volume of United States imports was not 
affected to any marked degree by changes in prices. It might be 
expected, on general a priort grounds, that a relative decline in import 
prices would tend to stimulate purchases from other countries and 
that a rise in import prices would have the opposite effect. Such 
tendencies, however, are not apparent in the behaviour of United 
States imports during the inter-war period. The quantity of imports 
in the aggregate seems, rather, to have been directly determined by 
the trend in real economic activity in the United States as measured 
by the index of industrial production and to have been little influenced 
by relative changes in price.’ (p. 39). 

‘This characteristic of American import trade is particularly un- 
fortunate in times of depression and pressure on the balance of pay- 
ments of foreign countries with the United States. It means that a 
fall in foreign prices under such conditions does not facilitate but only 
aggravates the problem of adjustment.’ (p. 15). 


This lesson cannot be too carefully learned. Although the situation 
with regard to the import trade of other countries may be different, it is 
the United States that matters most, and it is the problems presented 
by fluctuations within the United States which any post-war scheme 
must be primarily designed to solve. The hope of the experts that 
devaluation may act as a panacea is perhaps based on an all too easy 
generalisation from the British experience in 1931. Yet, that ex- 
perience is in no way‘ normal.’ It so happened that Britain’s principal 
suppliers immediately followed suit in devaluation and some even 
carried it further than Britain herself, and that her principal industrial 
competitors continued to adhere, at least for a time, to the old parities. 
Britain, moreover, introduced tariff protection at the same time and 
refrained from any determined attempts at internal ‘ reflation.’ Such a 
combination of circumstances will not easily repeat itself. The difficul- 
ties encountered by France after 19360, when it was her turn to devalue, 
and the unfavourable effect of the British depreciation after the outbreak 
of the war are far more typical illustrations of the general principle. 

’ The problems of international adjustment facing Britain after the war 
will be far irom simple. It will be necessary, not just to assure adequate 
“ effective demand’ but to prevent from becoming ‘ effective’ abroad 
such demand as possesses low social priority. Devaluation does not 
discriminate according to social priorities. It is no substitute for 
import control. Nor is it a substitute for export subsidies.. Here 
again, discrimination will be preferable to the all-round subsidy of 
devaluation simply because the elasticity of foreign demand for British 
exports varies so enormously from product to product and indeed also 
from country to country. Devaluation might correct a balance of 
payments disequilbrium resulting from general inflation. It might also 
restore equilibrium in a country which exports primary products with 
perfect markets in which the devaluing country is not a monopolist, and 
which imports industrial products. But Britain’s imports are mainly 
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necessities, and her exports consist largely of luxuries and capital goods. 

Moreover, Britain, after the war, will have incurred large floating 
indebtedness, partly in sterling, partly in currencies equivalent to gold. 
A policy which envisages a one-way series of devaluations as a method 
of readjustment in recurrent business cycles will make it difficult to 
restore sterling as an international means of payment. This will 
inevitably have repercussions on the readiness of other countries to hold 
sterling voluntarily, on the status of London as a banking centre and 
thus on the sterling block itself. The present discriminatory freedom of 
intra-sterling-block payments has so far preserved this status. The 
scheme, however, presupposes the complete and compulsory blocking of 
the sterling balances of the sterling area countries. Multilateralism would 
in the end necessitate the funding of Britain’s war debts and would result 
in a serious increase in the British overseas debt burden as the interest on 
compulsorily funded debt would be much higher than that now paid on the 
the sterling balances. It will be essential to arrange long term schemes 
—far longer than the transition period—for their orderly and planned 
liquidation in conjunction with schemes for international development 
and reconstruction. But such schemes—as they would have to provide 
for the continuous, though limited, use of old balances—in effect con- 
stitute multiple currency arrangements. 


TV. ‘ APPORTIONMENT ’ 4 

Apart from devaluation, there is only one further suggestion as 
to how balance of payments difficulties are to be overcome: by 
the ‘ apportionment of scarce currencies.’ ‘When it becomes evident 
to the Fund that the demand for a member country’s currency 
may soon exhaust the Fund’s holdings of that currency, the Fund 
shall so inform member countries and propose an equitable method 
of apportioning the scarce currency.’ Naturally, when any country 
cannot any longer obtain all the foreign currencies its importers demand, 
it must restrict the demand coming from its own importers and ration 
‘ the limited supply among its nationals.’ The scheme provides that in 
determining the manner of that restriction and rationing ‘ the member 
country shall have complete jurisdiction.’ To grant such freedom of 
action is, of course, a logical necessity, and it marks a further advance 
upon the original ‘ White Plan’ that this necessity has been frankly 
acknowledged. We must ask, however, what are the practical implica- 
tions of this procedure. 

It is by now generally agreed that no international monetary plan 
can be considered satisfactory which serves to spread depression from 
the country where it originates to other countries otherwise balanced 
and healthy. Whatever may be said about the developments in the 
field of international money and investment during the thirties, their 
outstanding result was that the American collapse of 1937, which in- 
volved a 36.4 per cent decline in United States imports from 1937 to 
1938, did not affect non-United States trade in equivalent measure: 
the trade which all other countries carried on amongst themselves de- 
clined by only 10 per cent during the same period. This contrasts 
favourably with the experience of the Great Depression, when a 70 per 
cent decline in the value of United States imports engendered a 57.5 
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per cent decline in the imports other countries took from one another. 
The improvement in the degree of immunity from economic disease is 
the positive side—albeit one that is rarely given sufficient attention—of 
the phenomena which under the names of ‘ chaos ’ and ‘ disintegration 
have received such unceasing and opprobrious attention. Are the 
methods of securing, if not absolute, at least relative immunity from 
economic disaster abroad to be wholly surrendered? Or can the 
proposed ‘ apportionment of scarce currencies ’ be expected to fulfil that 
function effectively ? 

In approaching this question it must be made quite clear that the 
Fund is to function merely as a reservoir of credit: it is not concerned 
with all foreign exchange transactions that are currently taking place, 
but merely with the settlement of (relatively small) marginal amounts. 
The ‘apportionment of scarce currencies,’ therefore, does not mean that 
if (let us say) dollars have become scarce the total available supply of 
dollars is equitably apportioned among: all countries requiring dollars. 
No, only the supply available in the Fund is so apportioned. Now, a 
sudden slump in the United States may reduce the world supply of 
dollars by, let us say, 35 per cent—as it did within a few months after 
the 1937 crisis. Will all countries thereupon reduce their purchases 
from the United States by 35 per cent ? Not inthe least. A review of 
pre-war trade statistics reveals that a number of countries, notably 
British Malaya, South Africa, Netherland Indies, China, India, and 
parts of South America normally have more dollars than they need, and 
that other countries, notably the United Kingdom and the major 
European countries, have normally a dollar deficit. This country, for 
instance, imported from the United States, in 1938, goods to the value of 
£118 million, of which only £20 million were covered by visible exports 
to the United States. The balance of her dollar requirements was met 
by exports ‘ visible and invisible’ to the countries which had a dollar 
surplus and used that dollar surplus on purchases from Britain. The 
dollar surplus countries will have no motive to curtail thety purchases 
from the United States in the situation envisaged. On the contrary, 
they may find that American export prices, reduced by the slump at 
home, become so attractive as to induce them to switch their custom 
from Britain to the United States. In other words, although the supply 
of dollars to the ‘ rest of the world’ is reduced by 35 per cent, it will not 
be the whole rest of the world which will bear the burden of that reduc- 
tion: it will be mainly and preponderantly the dollar deficit countries, 
whose dollar supply may fall by a proportion much larger than the 
average of 35 per cent. 

It is evident that if Britain were to be hit by any such sudden fall in 
her ability to import from the United States, the assurance contained in 
the experts’ statement that she then becomes ‘ entitled to resume com- 
plete freedom of action,’ ‘ to take any steps at (her) discretion to curtail 
imports from the country in question, so as to keep (her) purchases in 
terms of the affected currency withia the limits of (her) ability to pay ’ 
would be of little help. The characteristic of imports, and particularly 
of the imports of post-war Britain, is that they are needed. An attempt 
suddenly to do without such a large volume of imports—and the necessitv 
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will arise suddenly because slumps in the United States develop with 
catastrophic rapidity—could not easily be effective without internal 
deflation. 

We find therefore that the right to discriminate against the exports of 
the country whose currency has become scarce is no safeguard. It is 
an ‘ escape clause,’ indeed, but a rational economic system does not 
require ‘ escape ’ from imports but the assurance of imports. It cannot 
function when supplies are suddenly stopped, unless alternative sources 
of supply are already ready. Such alternative sources, however, cannot 
be improvised. 

We have now reviewed the two methods suggested for dealing with 
‘ disequilibrium.’ It will be observed that the method of devaluation 
is the only one provided for the emergency that might arise out of the 
limit imposed upon the size of deficits, while the method of ‘ apportion- 
ment ’ is the only one provided for the emergency that might arise out 
of the limit imposed upon the size of surpluses. The logic of the matter 
might have suggested that, just as much as devaluation of a ‘ deficit 
currency ’ has been contemplated as a means of adjustment, so the 
appreciation of a ‘ surplus currency’ (e.g. the dollar) may be contem- 
plated as a means of reducing surpluses. For some unaccountable 
reason—unless the reason is to be found in a desire to maintain the 
value of gold in terms of dollars—the word appreciation is not mentioned 
in the statement. Similarly, it might have been thought that, just as 
much as ‘ apportionment ’ has been envisaged as a means of reducing 
unwanted surpluses, so it might be used by deficit countries for the 
purpose of reducing their unwanted deficit. But this, again, is not 
contemplated in the statement: the only method provided for deficit 
countries to stay within their ‘ quotas’ is devaluation. The reason for 
this is to be found in the general ideology underlying the whole statement, 
and this brings us to our last and most important point. 


V. COMMERCIAL POLicy 

The essence of ‘ multilateralism’ is free international convertibility 
of national currencies. This free convertibility may indeed, as in the 
present proposals, be confined to currency required for current trans- 
actions, that is to say, it may exclude capital transactions not required 
‘ for the expansion of exports or in the ordinary course of trade, banking 
and other business.’ That, in itself, does not affect the essence of 
‘multilateralism.’ Such a system, therefore, is primarily a system 
under which all transactions must take the form of monetary transactions, 
and the money employed must be ‘ world money ’, i.e. freely convertible 
money, whether an actual world currency (such as bancor or Unitas) is 
formally created or not. Now money, as we have said before, is an 
agent of restriction, ginless there is enough of it. A multilateral scheme, 
therefore, has considerable attractions if it is set up on the basis of an 
ample supply of international money, such as would have been provided 
if the ‘ Keynes Plan’ had been fortified with an international lending 
mechanism capable of creating bancor.1_ The substantial international 
reserves, which the Clearing Union scheme would have provided in the 
shape of ‘ overdraft facilities,’ or “ bancor quotas,’ would indeed—at 

1 Cf, ‘ New Plans for International Trade,’ Institute of Statistics, Oxford, 1943, 
pp. 29—33. 
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least for a period—have given free scope to economic initiative in the 
field of international trade. But a multilateral scheme under which no 
substantial reserves are provided has none of these advantages. If 
prudence dictates that the commitment * in favour of an, as yet, untried 
institution ’ should be kept small, experience as well as reason dictate 
that it would be more prudent to have no commitment. 

This may appear to be a very sweeping statement. Those, however, 
who think so should reflect that Multilateralism broke down with those 
countries that found their reserves inadequate for its maintenance. 
These countries developed methods of barter, of bulk buying and bulk 
selling, of bilateral clearing (which does not require any supply of in- 
ternational money or of scarce currencies, but is carried on with the 
help of the partners’ own currency over the supply of which they have 
full control), and of ‘ blocked accounts,‘ precisely because, international 
purchasing power being short and trade being a vital necessity, they 
found these methods /ess restrictive and less stultifying than those 
imposed by Multilateralism. As they were doing this—much against 
their own predilections and prejudices, to start with,—they discovered 
that it provided possibilities for a far more comprehensive and rational 
planning of economic development than were possible under the old 
dispensation. 

The gravest objection that must be raised against the experts’ 
proposal is that it simply ignores both the necessity, as long as 
international reserves are small, and the possibilities of the newer 
methods. It may be felt that their scheme need not be taken very 
seriously since it is not expected to come into full operation until at 
least three years after the war. But this would be a grave error. The 
very existence of the scheme will prevent the rational exploration of 
alternative approaches, It is almost a mockery to say: you may adopt 
bilateral or ‘ discriminatory ’ methods when a severe slump occurs in 
any of the major countries of the world. Satisfactory bilateral agree- 
ments cannot be elaborated without considerable preparatory surveying 
of needs, resources, and productive possibilities. They cannot be put 
into operation on any large scale, except after a lengthy period of mutual 
adjustment. If a slump should recur in the United States the break- 
down of the new scheme would leave the world and this country far worse 
of than they would be if, in its absence, the new methods and possi- 
bilities had been energetically developed. The system of bulk buying 
and planned economic development, so auspiciously begun during the 
war in Africa and the Middle East, would have been allowed to lapse. 

It may be held, again,that the precise wording of the proposal does not 
rule but any commercial transactions unless they give rise to discrimina- 
tory currency arrangements or multiple currency practices, and that it is 
always possible to engage in short-term or long-term barter transactions 
which avoid any use of currency. But this, again, would be an error of 
judgment. Once a scheme of this nature has been officially accepted, it 
is the — of the scheme that has been accepted, and not.the letter. 
It will then be impossible to resist the demand that the principle of ‘ non- 
discrimination * should be respected with regard to all commercial trans- 
actions, whether they take the form of barter or the form of currency. 

As long as we do not know, and cannot know, the internal employ- 
ment policies of the major member country, and as long as no clear-cut 
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complementary schemes for international relief and investment have 
been put forward, it is not possible to assume that, even with recourse to 
occasional devaluations, imparts will automatically be matched by 
exports. The right to employ methods of direct planning—clearing 
agreements, blocked accounts, long-term purchase and sales agreements, 
etc.,—for the purpose of matching exports and imports at a stable full 
employment, in such circumstances, should not be surrendered. 

_There is a further consideration. While the new draft aims at a pro- 
hibition of ‘ discrimination ’ with regard to all current account payments, 
and thus rules out the utilisation of the bargaining power inherent in 
import surpluses, it does not aim at a prohibition of ‘ discrimination ’ in 
international /ending. It does not rule out the attachment of conditions 
to loans, i.e. the utilisation of the bargaining power inherent in export 
surpluses. The ‘ rules of the game’ therefore bestow one-sided advant- 
ages on the export surplus countries. 

Finally, it is necessary to put this proposal into the general framework 
af the present-day world and to consider its significance in relation to the 
much wider political problems that will have to be tackled in a world 
devastated by war. Reconstruction cannot mean merely the making 
good of damages sustained. It is not simply a matter to be solved by 
material assistance. The present scheme, indeed, does not claim to 
cover the requirements of reconstruction,—-the financial requirements, 
that istosay. But its functioning cannot be considered apart from the 
needs and requirements of reconstruction. Under this new scheme 
the course is set towards an abandonment of all foreign exchange re- 
strictions (other than those regulating the flow of capital), towards an 
elimination of all discrimination and of all multiple currency devices. 
No country is expected, under the provisions of this scheme, to give 
guidance in reconstruction, to concert with other countries common 
schemes of development. It will be impossible even 40 attempt the 
formation of regional economic blocs based on the common adoption of 
full employment policies and fortified by a mutual undertaking to 
maintain trade within the bloc, whatever may happen outside it,— 
because all such agreements would fall under the heading of ‘ discrim- 
ination.’1 It may be thought that- some form of economic regionalism 
is not completely ruled out under the scheme. The proposal, ‘ as the 
experts on both sides understand it, allows, during the transition period, 
the maintenance and adaptation by members of the sterling area of the 
arrangements now in force between them. Nor is the scheme intended, 
when the obligation of free convertibility has been accepted, to interfere 
with the-traditional ties and other arrangements between the members 
of the sterling area and London.’ This may give slight assurance to 
those primarily interested in the maintenance of traditional ties. But it 
signifies a completely backward-looking attitude. It rules out, by 
implication, any intensification of relationships as well as any expansion 
of the established circle. It holds out no hope for the numerous small 
countries of the world whose economic fate will be an unenviable one 
unless they are given a chance of participating with one or several of 
the major powers in the development of a common and consciously 
integrated economic policy. E. F. SCHUMACHER 

‘ T. BALocu 

4 The word ‘discriminating’ means, according to the Oxford Dictionary, ‘observant 

of or giving due weight to differences.’ 
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THE COST OF A ‘ HUMAN NEEDS’ DIET 


This is the seventh of our half-yearly surveys of the cost of a ‘ human 
needs’ diet in war-time, based on data that were obtained from shops in 
different sectors of the city of Oxford during the first half of April 1944. 
As has repeatedly been stated in previous papers on this subject, the 
schedule of our ‘ human needs’ diet has been evolved from that compiled 
by Mr. S. Rowntree some years before the war, and the—now consider- 
able—differences between his diet and ours are due mainly to corrections 
necessitated by war-time restrictions and changes in supply. A notice- 
able exception in this respect is the allowance of milk in the two diet 
schedules, which in accordance with the improved knowledge as to 
dietetic requirements, is considerably more generous in our diet than in 
Mr. Rowntree’s, who only allowed 14 pints of skimmed condensed milk 
per week for a family consisting of husband, wife, and three children of 
school age. This is replaced in our diet for a family of the same size? 
by 19 pints of full cream fresh milk, in addition to the varying supply of 
dried household milk. Even so, the calcium intake of the family, which 
depends primarily on the consumption of milk, lies considerably below 
the optimum intake (cf. Tables IV and V), though it must in fairness be 
stated that the optimum intake of 0.8 gm. per ‘ man’ per day was only 
rarely achieved with a freely chosen pre-war diet, which usually con- 
tained too much meat and too little milk and milk products. 

The main changes in the composition of our ‘ human needs’ diet 
since November 1943—shown in Table I—result from the fact that 
the cheese ration has been reduced from 3 oz. to 2 oz. per person 
per week, while the allowance of ‘ points’ per person per week 
has gone up from 5 to 6. Thus a cheap specific food of a high protein 
and calcium content has in part been replaced by a variety of foods of 
widely differing nutritional composition, from which the housewife 
must make he’ choice. Advertisements published by the Ministry of 
Food have, indeed, tried to impress upon her the desirability of spending 
a fair proportion of her ‘ points ’ on meat and fish products, and we have 
assumed the housewife of our hypothetical family to have taken this 
advice and to lay out every week 4 ‘ points’ on tinned herrings, which 
give a remarkably good return for her money as well as her ‘ points.’ 
Altogether, our several adjustments in the composition of the diet since 
November 1943 have increased its cost by less than 14 per cent. That, 
in spite of this, the total outlay on the diet has gone up during that 
period by nearly 43 per cent., is largely owing to the rise in the prices of 
vegetables other than. potatoes and, more particularly, in the price of 
greens, which in November 1943, cost 3d. a Ib. and in April 1944, 44d. 
In comparing the total outlay on the diet at the several dates since its 
first compilation in April 1941, we find that it has increased in the course 
of the 3} years by about 12} per cent., as can be seen from the figures in 
Table II. This increase, however, must not be taken to represent solely 
a rise in prices. Some prices did go up during this period, and the up- 
ward trend in the price of vegetables—extraneous to the seasonal 
fluctuations—distinctly affected the cost of the diet in the course of the 
last year. The data in Table II show that the seasonal decline in the 


1 We have assumed the children to be 12, 9 and 6 years old. 
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TABLE I 


Weekly ‘ Human Needs’ Diet for a Family of 5 Persons 


@ Quantity Price per Changes since Nov. 
Unit! 1943 
Quantity Outlay 
ch Gh s. d. 
(A) RatIonED Foops : 
i Meat >.; aes mee see 7 \b 102 * 
Ze Bacon)... eg re aoe lib 40z. eS ~ + 24 
3 Margarine... as 28 1 Ib 14 oz. 9 = + 
4 Lard ROME < eRe 500 10 oz. 9 - * 
5 Sugar ov ans ive 3 1b 8 oz. 4 — 40z. — 1 
6a Jam ... or at ace 4 oz. 114% —1 1b — 10 
6b Syrup 2a 580 es 11b 8? +1 1b + 8 
hig tb Ne Voie ae aes S65 8 oz 28 ~ * 
8 Cheese ss * be 10 oz. ii — 50z. — 4 
9a Eggs, shell ... = cee 1 egg ee ~ n* 
9b ditto, dried ... ise o 1} packet‘ ths * * 
10a Peas and lentils, split 11b 5 * * 
10b Beans, dried eas eae 1 lb 6 * + 1 
11 Rice and Semolina ... aoe 1 1b 6? . * 
12 Dried Fruit ... ses ee 8 oz. 9 + 8oz. + 44 
13 Household Milk = es $tin® 9 be 
Outlay on Group (A) See 17:17 + + 
(B) UNRATIONED CARBOHYDRATE Foops 
14 Bread a oe, ads 17 lb 2} * * 
15 Flour... cos = sie 21b 8 oz. 24 * o 
16 Potatoes ae cas i 331b 12, —1lb 80z. — ti} 
17 Rolled Oats ... es ose 21D 8.02, - 3} a $ 
Outlay on Group (B) < 7 24 —— ae 
(C) Mirk AND VEGETABLES 
18a Milk, ord... a ce 14 pints 44 * * 
18b ditto, school ... res ate 5 pints 13 * * 
19a Carrots and Turnips wis 7 Ib 22 z 12 
19b Greens Je Age sa ib s + 103 
Outlay on Group (C) See 9 8 +7 Of 
-(D) OTHER Foops 
20 Sausage meat, beef Ss Ms * —1 Ib — 7 
21 Fish, tinned at fos 2 tins? 10 +2 tins +1 8 
22 Cocoa 500 Aa6 Ba 4 oz. nc Z * 
23 Condiments ... Ay non = 4 * G 
24 Cooking Apples 550 “a8 ad Y —1 Ib — 6 
Outlay on Group (D) aac 2 4 see 
Total Outlay ... bas Se 37 14 +1 6% 


1 Dried , price acket ; in shell, price per egg ; household milk, price 
per tin ; ae ek: eae per pot tuned fish, price per tin; condiments, total 
outlay ; all other foods, price per Ib. . 

3 Average price. 

? Bought in 2 Ib container. 

4 One packet equivalent to 12 eggs. 

5 Apple rings or vine fruit. ; , ; 

* One tin equivalent to 4 pints of fresh skimmed milk. 

7 One tin contains 15 oz. of fish. 
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TaBLeE II 
Weekly Cost of a ‘Human Needs‘ Diet for 5 Persons 


April November 
relat S:..d- 
1941 the oes aan nian 2350 32 102 
1942 Sf ane aes st 34 0 33 22 
1943 ba Boe Ae ee 34 112 35 62 
1944 eee me oe 37 14 ve 
TaBLeE ITI 


Expenditure of Points on ‘ Human Needs’ Diet 
No. of Points 
Sc 8 


1 lb Syrup ate 

1 Ib Lentils & pea ah 2 

1 1b Haricot beans... Fhe | 

4 Ib Rice : site 2 

lb Raisins, etc 4 

24 lb Rolled oats 5 

2 tins Herrings 4 

Total per week ae es 26 

No. of Points available per week 30 

Points left over 4 

TABLE IV 
Nutritional Requirements and Nutritional Intake from ‘ Human Needs’ Diet 

Institute Scale Ministry of Health Scale 

Calories and Protein Calories Protein Calcium Iron 
‘Man’ Value of Family 319 3.43 4.43 7.13 5.40 
Per ’Mamn’ per Day: gm. gm. gm. mgm 
Requirements* 3,300 100 3,000 70 0.8 10 

Total Animal Total Animal 


Intake from ‘Human 
Needs’ Diet! 3,300 103 50 3,000 92 39 0.6 Le 


*Institute Scale: gross values; Ministry of Health Scale: net values. 


TaBLE V. 
Main Sources of Calcium and Iron in ‘Human Needs’ Diet 
Calcium: % of Total Iron: % of Total 
Nov. ’43 April ’44 April ’44 
All Milk? aes 48.6 49.4 Bread & Flour 31.0 
Bread & Flour? 20.4 19.7 Meat Eno 17.8 
Cheese one 11 Ee: Potatoes 16.8 
Greens , 4.8 4.9 Dried Legumes 8.6 
Potatoes 5a Sit 3.6 Oats oa 6.4 
Carrots & Turnips 3.0 3.0 Greens . 3.5 
Fish, tinned — 2.5, All Eggs . 3.3 
Dried Legumes* 2.4 25 Cocoa at. 2.6 
Oats ar 22 24 All Milk 1.9 
All Eggs 18 1.4 Carrots . 1.8 
y 97.5 96.8 93.7 
Other Foods ... 2.5 Son Other Foods 6.3 
Total 100.0 100.0 100.0 


: Including household milk. 
At both dates, all bread and flour Ca fortified. The Ministry of Health scale fi 
Ca content, which is here applied, has, however, been sligh i hee 
a Peas Recie beaee pp n slightly reduced since Nov. 1943. 
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cost of the diet in November as compared with April was in abeyance 
for the first time in 1943. 

__ Yet it should be understood that in part the increase in the cost coin- 
cides with dietetic improvements, resulting from adjustments necessi- 
tated by changes in rationing and changes in supply.’ In several in- 
stances, cheaper substitutes could have been proposed by us; but 
according to our experience it would have been unlikely for the average 
housewife to choose them. Even assuming that she studies the adver- 
tisements published by the Ministry of Food and has thus acquired a 
certain amount of general knowledge regarding the nutritional values 
of the several foods, she will be quite unable to estimate with any pre- 
cision the nutritional value of a given quantity of one particular food as 
against that of another. Moreover, habits of feeding and cooking are 
deeply ingrained and very slow to change, except under extreme pres- 
sure, and many people will prefer habitually to underfeed themselves 
rather than eat strange things. If—as we assume—the family buy 
their full allowance of dried eggs, these will more likely than not be 
consumed mainly by the wife and the children, while the lion’s share of 
the meat, bacon, cheese, and tinned fish, will go to the husband.! This 
in itself does not matter so long as a proper nutritional balance is struck 
within the family, which the allowance of 15 dried eggs per week might 
help to achieve. Only one egg per week was scheduled in our diet for 
April 1941. That diet further only allowed the family } Ib. of bacon, 
9 oz. of jam and syrup, 23 lb. of sugar, and } Ib. of dried fruit, as against 
1} Ib. of bacon, 1} Ib. of jam and syrup, 34 Ib. of sugar, and 4 Ib. of dried 
fruit, in April 1944. On the other hand, the diet now includes no cheap 
sausage meat—which in some parts of the city was difficult to obtain— 
and slightly less bread and potatoes. These latter reductions are the 
logical concomitant of the increase in the allowances of sugar, jam, and 
syrup. A consumption of 33 lb. of potatoes per week by a family of 5 
persons is still considerably above the average consumption, and the 
more generous supply of sweet puddings, cakes, and sweetened drinks, 
that is now possible for the family, will give the children the necessary 
carbohydrate requirements. 

The outlay of the ‘ points’ available to the family per week is given 
in Table III. We have this time replaced in our diet ‘ point ’-free oat- 
meal by rolled oats, which are slightly dearer and require 2 ‘ points ’ per 
Ib., but need much less cooking. Even so, the family will have 4‘ points’ 
left over, which, if spent, will increase the cost of the diet, and, perhaps, 
improve its dietetic though scarcely its nutritional value ; for if they are 
utilized for buying meat products, a smaller quantity of butcher’s meat 
at a higher average price per lb. will probably be purchased, while, if 
they are used for, say, some more dried fruit or syrup, the amount of 
potatoes consumed is likely to fall further. ; 

The family’s requirements of the several main nutrients and the 
nutritional intake from the ‘ human needs’ diet are set out in Table IV. 
We have again used side by side our own scale of ‘man’ values and 
tables of food values, and the corresponding ones supplied to us by the 
Ministry of Health. The differences between the two sets of data have 
been discussed by us in detail in previous papers;* it may, however, be 

1Cf, F,LeGrosClarkand H.S. McKay, Allocation of Food Within the Family Circle. 

*C.f BULLETIN Vol. 5, No, 17 and Vol. 6 Supplement 6. 
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worth while to draw attention once again to the fact that the tables of 
food values supplied by the Ministry of Health refer to the net content, 
while those usually applied by us show gross values. Furthermore, our 
own tables give for bread and flour data referring to pre-war extraction, 
which resulted in a relatively lower content of protein, so that the goss 
intake of total protein is slightly under-estimated in the figures obtained 
by means of these tables. In the nutritional analysis of our diet for 
November 1943, we gave two figures of calcium intake for the family, 
one on the assumption that all the bread and flour eaten was fortified 
with calcium, and the other supposing that this was not the case. We 
have now been informed by the Ministry of Health that at present all 
bread and flour are calcium fortified ; consequently there appears now 
only one figure at each date. The estimates of the calcium content of 
fortified bread and flour used by the Ministry have, however, since been 
slightly reduced. This has no influence on our data of actual calcium 
intake as given in Table IV, but it does somewhat affect the relative 
figures of the calcium content of the several items of our diet; which are 
set out in Table V. In that Table there are also shown those foods 
which are the main sources of iron intake. It will be noticed that the 
213 pints of milk (including 24 pints of reconstituted household milk), 
which supply about half the family’s intake of calcium, provide only 
about 2 per cent. of their intake of iron, while bread, flour,and potatoes, 
rank high as sources of that mineral. 
The foods scheduled by us could be purchased without difficulty in 
any part of Oxford at the prices shown, except that greens were not 
always available. It requires, however, a moderately skilful cook to 
make them up into a tasty and varied diet. In practice, diets bought at the 
outlay assumed by us tend to fall short in several points. First, con- 
siderably less meat is often obtained because the housewife prefers to 
get what she considers a proper Sunday ‘ joint’, at a fairly high price 
per lb. Secondly, in many cases the family has only one cooked meal a 
day instead of three, and considerably more bread and less potatoes are 
eaten. This somewhat reduces the cost of the diet, but it tends to affect 
unfavourably the whole nutritional intake of the family, and especially 
that of the children and the housewife. Thirdly, in the place of rolled 
oats or oatmeal, a much smaller quantity of ready-to-eat breakfast 
cereals is purchased. Fourthly, a much smaller amount of carrots, 
turnips, and greens, is consumed, and the money saved in that way and 
on other essential foods, laid out on ready-made cakes and fancy foods. 
Lastly, the rations of household milk and dried eggs are not taken up in 
full. Yet it seems unlikely that where such shortcomings occur they 
could be remedied simply by an increased allowance of money. A 
greater variety of foods does not necessarily mean a better nutrition. 
The raising of the nutritional standard of a family is, essentially, a 
matter of education, and it can be accomplished only by degrees. 
Hence, in order to have everybody supplied with a satisfactory diet, it 
will certainly be for some time to come of fundamental importance to 
supplement meals taken in the family by communal meals, and in 
particular, by communal meals for children and adolescents. 


T. ScHutz. 
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DIARY 
EguaL Pay FOR WOMEN TEACHERS. 


How great are the differences between the salaries of men and women 
teachers, and how much would it cost to raise those of women to the 
level of those of men? It will be convenient to answer these questions 
for the year 1938, since the data necessary to answer the second question 
are not available for later years, while the war bonuses have had the 
effect of raising the salaries of the lower paid teachers relatively to the 
average. 

For all teachers the salary differential due to sex progressively in- 
creases with length of service. But the ‘sex differentials’ also vary 
for other reasons. The salary of an Elementary School teacher depends 
upon (1) the teachers’ qualifications (whether he is Certificated or not) ; 
(2) the Scale which the Local Education Authority accepts. For 
differences between men’s and women’s salaries the last factor is relatively 
unimportant. The differences in Scales II and III are the same for the 
first ten years and are nearly equal for the remaining service. Only in 
Scale IV is the difference lower for Certificated teachers and higher for the 
teachers with more than 10 years service: but only 25 authorities out of 
over 300 in England and Wales pay salaries according to Scale IV. In 
the Standard Scale for Secondary School teachers there are two sub- 
divisions : between Provincial and London rates, (the latter being higher) 
and between graduates and non-graduates. The salary differences due 
to sex are the same for all groups in the first 10 years, except for Pro- 
vincial graduate teachers, where the differential is greater. There are 
further differences beyond ten years service. 

Some idea of the various differences can be obtained by selecting a 
number of cases from the Burnham Committee Scales, and tabulating 
them. In the table columns A are the differences in absolute terms, 
while in columns B we express these differences as proportions of the 
men’s salary for the corresponding number of years’ service. 


Difference in Teachers’ Annual Salary due to Sex, According to Qualification, Type of 
School and Length of Service : for the 1st April, 1939, in England and Wales. 


Elementary Secondary 

Completed Years of Uncertificated Certificated Provincial London 

Service Teacher* Teacher Graduate Graduate 
Scale III Scale IIT 

A B A B oF = Se 4 

4 9 ee) % 0 
0 pests) sy. 18a Ks (2s 
5 15 ii) 30 13 30 10 24 7 
10 21 (2275) eZ 45 15 45 12 39 9 
15 21 (39) 12 60 17 60 14 66 14 
20 21 (48) 12 78 21 96 20 108 20 


* The figures in brackets in this column are for teachers appointed before 1914. 
Source. Educational Handbook, 1941. There were no salary changes between 
1938 and 1939. 

Wesee that the difference between men’s and women’s salaries increases 
both absolutely and relatively with the number of years’ service. Itis 
worth adding that in the payment of war bonus the sex differential is 
maintained. 
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We can obtain an approximate figure for the cost of raising women’s 
salaries to the men’s level in England and Wales in the following way. 
According to the Statistical Abstract (p. 54) the average salaries of men 
and women teachers in England and Wales in 1938 were as follows :-— 


Average salaries of teachers in England and Wales in 1938 
Elementary Schools Secondary Schools 
(Certificated Teachers) (All Teachers) 
Men £331 £425 
Women £258 £327 


It will be seen that for elementary schools the average ‘ salary-sex- 
differential ’ was £73 ; since the differentials for uncertificated teachers 
are in general about half those for certificated teachers, whatever the 
length of service, we may take an average differential for the former of 
£36. In 1938 there were about 90,000 certificated women teachers (as 
against 47,000 men) and 28,000 uncertificated women teachers (as 
against 1,300 men)!. This gives the cost of raising women’s salary in 
elementary schools in England and Wales as (£90,000 x 73 + 28,000 x 36) 
={7 millions (approximately). Of 25,000 teachers (graduate and non- 
graduate) in secondary schools in England and Wales in 1938 12,000 
were women. The ‘ average salary-sex-differential ’ was £98. The cost 
of raising women’s salaries to the level of men’s was therefore £ (98 x 
12,000) =f1.2 millions. ; 

The total cost of ‘ equal pay for teachers ’ in England and Wales would 
then have been just under £9 million in 1938. Figures for the average 
differential in Scotland are not obtainable. If we assume the same - 
average differentials we should add about 25 per cent. to the cost for 
secondary schools and about 17 per cent for elementary schools (which 
allows for the fact that only a negligible number of Scottish elementary 
school teachers are uncertificated). This would raise the total cost to 
about £10—-11 millions. ; 

On the basis of the figures quoted above the total salary bill of all 
teachers in England and Wales in 1938 must have been between £50 
million and £60 million. The increase in the salary bill of £9 million, 
which is what we estimated the raising of women teachers salaries would 
have cost in 1938 would constitute an addition of the order of 15 per cent. 


? Source: Educational Handbook 1941. We have included the 10,000 special 
subject teachers in the approximate categories: any error due to this will be tiny. 
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